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IMPORTANT NOTICE: You must read the following before continuing. The following applies to the prospectus
{(the “document™) following this page. and you are therefore advised to read this notice carcfully before reading. dcces\mg or
making any other usc ot the document. In accessing the document, you agree to be bound by the following terms r(l"‘ i AV ED
conditions. including any modifications lo them any time you receive any information from us as a result of such access. The ~ = !
document has been prepared solely in connection with the proposcd offer of the securities described iherct){l (th

“seeurilies™). (78 30 o3 b

THE FOLLOWING DOCUMENT MAY NOT BE FORWARDED OR DISTRIBUTED OTHER THAN ; AS. TR AT
PROVIDED BELOW AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. THE DOCUM[:J\TA ; 'F"'“ TiTHA
MAY ONLY BE DISTRIBUTED IN “OFFSHORE TRANSACTIONS™ AS DEFINED IN. AND AS PERMITTED BY. 1AICE
REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “U.S. SECURITIES ACT"), OR
WITHIN THE UNITED STATES TO QIBs (AS DEFINED BELOW) IN ACCORDANCE WITH RULE 144A UNDER
THE U.S. SECURITIES ACT ("RULE 144A7). ANY OTHER FORWARDING, DISTRIBUTION OR REPRODUCTION
OF THE DOCUMENT IN WHOLE OR IN PART 15 UNAUTHORISED. FAILURE TO COMPLY WITH THIS
DIRECTIVE MAY RESULT IN A VIOLATION OF THE U.S. SECURITIES ACT OR THE APPLICABLE LAWS OF
OTHER JURISDICTIONS.

NOTHING IN THIS ELECTRONIC TRANSMISSION OR THE FOLLOWING DOCUMENT CONSTITUTES AN
OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY. NOR SHALL THERE BE ANY SALE OF, THE
SECURITIES IN ANY JURISDICTION WHERE SUCH AN OFFER, SOLICITATION OR SALE WOULD BE
UNLAWFUL. THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES
ACT OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF THE
UNITED STATES AND MAY NOT BE OFFERED, SOLD. PLEDGED OR (OTHERWISE TRANSFERRED, EXCEPT (1) IN
ACCORDANCE WITH RULE !44A TO A PERSON THAT THE HOLDER AND ANY PERSON ACTING ON ITS
BEHALF REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF
RULE 144A (A “QIB™), OR (23 IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 903 OR RULE 904
OF REGULATION S UNDER THE US. SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES.

Confirmation of your Representation: In order 1o be eligible to view the following document or make an investment
decision with respect 1o the securities. you must be (i) a person that is cutside the United States or (ii) a QIB that is acquiring
the securities for its own account or for the account of another QIB. By accepting this e-mail and accessing the documcent.
you shall be decmed to have represented 1o us that you are outside the United States or that you arc a QIB and that you
consent to the delivery of such document by electronic transmission.

The following document is only addressed to and directed at persons in member states of the European Economic Area
("EEA"), who arc “qualified investors™ within the meaning of Article 2{1)(c) of the Prospectus Dircctive (Directive
2003/71/EC) ("Qualificd Investors™). In additien, in the United Kingdom, the following document is being distributed only
0. and is directed only at, Qualified Investors {i} who have professional experience in matters relating to investments falling
within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the
“Order”} and Quadificd Investors falling within Article 49(2)(a) to (d) of the Order. or {ii) to whom it may otherwise lawfully
be communicated (all such persons together being referred to as “relevant persons™). The following document must not be
acted on or relied on (i) in the United Kingdom, by persons who are not relevant persons, and (ii) in any member state of the
EEA other than the United Kingdom, by persons who are not Qualilied Investors. The securities are only available to. and
any investment or investment activity 1o which the fullowing document relates. is availuble only to (i) in the United
Kingdom, relevant persons, and (ii) in any member state of the EEA other than the United Kingdom. Qualified Invesiors, and
will be engaged in only with such persons.

Information set forth in the following document does not constitute an advertisement in Russia of the global depositary
receipts referred to therein and must not be passed on to third parties or otherwise be made publicly avatlable in Russia. The
global deposiiary receipts have not been and will not be registered in Russia and are not intended for “placement™ or “public
circulation” in Russia,

You are reminded that the document has been delivered 1o you on the basis that you are a person inte whose possession
the document may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you
may not, nor are you authorised to, deliver the document to any other person.

The materials relating to the offering of the securitics do not constitute, and may not be used in connection with. an offer
or solicitation of the sceuritics in any place where such offering or solicitations are not permitted by law, I a jurisdiction
reguires that the offering of the securities be made by a licenced broker or dealer and the underwriter or any affiliate of the
underwriter is a licenced broker or dealer in that jurisdiction. the offering of the securities shall be deemed to be made by the
underwriter or such afliliate on behall of the company in such jurisdiction.

The following document has been sent 10 you in clectronic form, You are reminded that documents transmitted via this
medium may be altered or changed during the process of electronic transmission and consequently neither Deutsche Bank,
Troika Dialog or UBS Iavestment Bank nor any person who controls either of them. nor any director. officer, employee or
agent of either of them, nor any affili;ie of any such person. accepts any lability or responsibilily whatsoever in respect of
any difference between the document distributed 1o vou in electronic format and the hard copy version available 10 vou on
request from Deutsche Bank. Troika Dialog or UBS Investment Bank.

You are responsible for protecting augainst viruses and other destructive items. Your use of this e-mail s at your own
risk and 11 is vour responsibility to take precautions to ensure that this ¢-mail is free (rom viruses and other Hems of a
destruclive nature.



JSC “OGK-2”

Offering of 6,224.606.472 Ordinary Shares
in the form of Ordinary Shares and Global Depositary Receipts
Offer Price: U.5.80.16 per Ordinary Share and
U.5.$16.00 per Global Dcpuositary Reecipt

This prospecius relates 10 an oftering (the “Oftering™ by JSC "OGK-2", an open joint slock company organised under the kaws of the Russian Federation (the “Company™),
of 6.224,600,472 newty issued ordinary shares of the Company, with a pominal value of 0.3627 rouble per ordinury <hare (the “Shares™), comprising 4,622,842 572 Shares in the
form of Shares and 1.601.763.900 Shares in the Jorm of plobal depositary seceipts (*GIRs™), with each GDR representing an inlerest in 108 Shares. In addition w the Shares
issued in the Offering. the Company has also received applications from existing shareholders for the exerncise by them of <tatutory pre-emption righss in respect of 399,169.784
ordinary shares of the Company. Any ordinary shares upplied for, bt not paid in full, by the Company's shascholders in exercisirg their statulory pre-cmplive rights ure expected
tix be canvelled. Sce “The Offering™.

The GDRs are being offered (i) in the United States w gualified institmional beyers ("QIBS”), as defined in and in reliance on the exemption lrom the registration
reguirements of the LS. Securilics Act ot 1933, as amencled (the “U.S. Securities Act™). as provided by Rule 149A under the U.S. Secutitivs Act ("Rule 1A™), and (i) outside
Ihe United Stales to cortuin persons in oftshare transictions in relfance on Regulation S under the U.S, Sceuritics Act (“Regulation §7). The Shares are being attered (i) outside the
United States o cenain persons in offshore ransictions in reliance on Regulation S. and Git inside the Uniled States w Q1Bs in reliance on Rule 14A. The Company has been
informed thar JSC “Gazencrgoprom-Invest”, an entity which the Company believes is an alfiliate uf JSC Gusprom. intends w acquire an aggrepate of LODD.D0 (XY Shares in the
form of Shares. See "Plan of Drstribwtion™

The Company has applied tu the UK. Financial Scrvices Authonity (the “FSA™), in its capucity as vompetent authority wikder the Finaneial Services amd Markets Act 2000
(the “"FSMA”), Tor o bleck listing of up w 115,866,352 GDRs, of which 16,017.63% GDRx will be isswed on or abmizt 3 October 2007 éthe "GDR Closing Date™) and
99.848.713 GDR< may be issued from time 10 tihe against the deposit of ordinary shares wish Beutsche Bank Trust Company Americas {the “Deposiary’”) of its pomines on its
official list (the “Official List”) and to the London Stock Exchange ple (the “London Stock Exchange™) to mdmit such GDRs for rading under the symbol "OGK2” on its main
market for listed securities (the “Main Market”) through its Intemational Order Book (regulated market segment} {the “IOB™). The 108 is a regulated market for plrposcs of the
Markets in Fimancizl Inciruments Dinective 200/39/EC. Application has been niude for the Rule 144A GDR- 10 be desipnated as eligible for trading in The PORTAL™ Market of
The Nasdag Stock Market. Inc. ("PORTAL”). Admission to the (iFicial 1351 together with admiission 1o the Main Market (“Admission”), constitules listing on a stock exchange.
The Company expects that conditional trading in the GDRs an the London Steck Exchange through the TOB will commence on a “when ardd if issued” basis on or about 1 October
2007 and 1hut snconditionad trading in the GDRs un the London Stock Exchange through the 10B will commence on or sbout 4 October 2007. A deulings in the GDRs prior to
Lhe commetement of unconditional dealings will be of no effect if the Admission doees not take place and will be al the sole risk of the parties concerned.

The Company”™s shures ure listed on the "B" 1ist of the Russian Trading System Stock Fxchange §the "RTS™) under the symbols "OGKB™ and "(MGKBG™ and the Motcow
Inierbark Cuerency Exchange ("MICEX") usder the symbol "OGK2". The Shiges issued in the Offering are expected 10 be traded on the RTS under the symbot “OGKB™ and
“OGKBG" and on MICEX under the symbol "OGK2-001 ¥ follow ing admission to trade within the fiest theee maonths after she tiling of the valid notice un placement of the new
issue of the Shares (2 “Placement Notice™ with the Federat Service for Financial Markets vl the Russian Federation (the “FSFM™), fullowing which they are expetted to be truled
an MICEX under the symbol “0GK2”, Prior to the Oflering. there has been ns market for the GDRs and only a limited market for she Cempany's shares, The trading price of the
Company’s shases on the RTS and MICEX will not necessarily be related 1o the ofter price of the Shares offered herein and the GDRs referzed tr above (the “Ofler Price™), Sales
of the Shares issued in the Otfering may ¢ommence on the next business duy following the tiling of the Plucement Notice with the FSFM.

A invesinent in either the Shares or the GDRs involves a high degree of Ask, For a discussion of certain risk factors that should be considered in comection with an
investment in either the Shares or the GDRs, see "Risk Factors™ beginning on page 8. The Shares and the GDRs are of a specialist naiure and should only be bought and
traded by investurs why are particularly kiowledgeable in investinent matiers.

“The Shares and the GIDRs huve nut heen and will not be regisiered under the U.S. Secusitics Acl, and may not be offered or sold within the United States, except i Q1Bs in
rekiance on Rule 1444 or outside the Unhied States to cenain persons in offshore transactions in reliznce on Regulation S. Prospective purchasers are hereby natified that seflers of
the Shares and GDRs muay be relying on the exemption from the provisions of Scction 3 of the U.S. Securities Act provided by Rute 144A. Informativn set forth in this prospectus
docs pot constitute an adverthenient of the GDRsy in Russia and nuwsst not be passed on 1o thind partics or atherwise be muade publicly aviiluble in Russii, save iy required by
Russian disclosure rales. The GIDRs have not been and will nut be registered in Russii and re not intended for “placement” or “public circulation™ in Russia, For a discussion of
ceniain restrictions en translers of the Shares and GDRs, see “Description uf the Glabal Depusitary Receipts™, “Transies Restrictions” and “Plan of Distribution™.

Oxyeen Intemational Holdings Limiscd (“Oxygen Intemationa] ), a special purpuse vehicle organised under the kws of the British Virgin Ilunds and 10 be linunced by the
Company, has pranted the managers us numed in “Plan of Diswribation™ tthe “Managens™), wting through Dentsche Bank AG. London Branch as the Stabilising Manager, an
optivn ¢the “Repurchase Option”), exercisuble at any time fur a period of 34 davs from the announcement of the Offer Price (the “Stabilisativn Period™), 1o require Oxygen
Imernational ta purchase up e 164,176,400 Shares in the form of GDRs held by the Stabilising Manager a a resubt of stsbilisation transactions at the offer price of such stabilising
teansactions. Oxy gen Internationat will hold uny Shares in the Jorm of GDRs it scquires pursuant 10 the Repurchase Gption subject to the lock-up arangements as described in
“Plun of Dastribution™. Tor a further discussion on the stubilisation mechanics, see *Stabilisution $tnictuie”,

Prior 10 the business day following receipt by the Depusitary ol written notice Irom the Company that a Placemenrt Notice bas been duly and timely Jiled with the FSFM, all
GDRs will be issued on a provisional basis and hotders of the GDRs will not be eatitled 1o instroet the Depositary 1o exercise any voting 1ights as 1 sharcholder, and neither the
Depositary nor Deutsche Hunk Litd., as custodian (the “Custodian™), will exercise uny voting rights as 1 sharcholder. GDR holders may not withdraw the Shares or other praperty
on deposit with the Depositary in respect of the GDRs sold in the Ottering prior to the husiness Jay tollowing receipt by the Depositary of u written putice 1rom the Company tha
cither a Placerment Notice has been filed. or a placement report has been registered. with the FSFEM. Such limitation or withdrawal and voling ol the underlying ondinary shares
will not prohibit rading in the GDRs, See “Risk Factors—Risks Relating 40 the Shares, the (7DRs and the Trading Market—The Shares will become transferable on the next
business day tollowing #iling of a valid Placement Notice with the FSFM, but failure to duly and timely Hle such Placement Notice or any othes violtions of the Russian securities
Taws could result in the Offering being beld invalid. fuiled or incompheie™.

The Managers will affer the Shares and GIDRs when. as and if delivered 1o and accepied by them and subject to their or the Campany™s right, as the case may be, to reject
anlers in whote or in pan. The GDRs will be issued in global form and will be evidenced by a Master Rule [44A GDR (in respeet 1o the Rule 1444 GDRs) registered in the name
of Cede & Co.. as nomince tor The Deposttory Trust Company (“DTC) and. in cespect o1 GDRs being oflered oulside the United Swtes in reliance on Regulution S {the
“Regulatiun $ GDR»™), o Master Regulwion § GDR (which, together wilh the Master Rule 14A GDR, are referred (o as the “Master GDRs™, segistered in the name of BT
Globencl Numinees Limiied, as nomsnee for Devtsche Bank AG, Londun Branch. as common depusitary for Euroclear Bank §. ANV, s operator of the Euroclear System
"Earoclear”) and Clearstream Banking, socidtd anonyme (“Clearsireamy™). Except as set forth herein. investors may hold benefictal interests in and transter the GPRs only through
DTC. Ewoclear or Clearsiream and their direet and indirect participants. as applicable.

Joint Global Coordinators and Joint Bookrunners

Deutsche Bank Troika Dialog

Co-Muanager
UBS Investment Bank

The date of this pruspectus is | October 2007




IMPORTANT INFORMATION ABOUT THIS PROSPECTUS

This prospectus, including the financial information and the appendices included herein, comprises a
prospectus given in compliance with the prospectus rules made under Section 73A of the FSMA by the UK.
Financial Services Authority (the “Prospectus Rules™) for the purpose of giving information with regard to the
Company and the GDRs in connection with the application for admission of the GDRs to the Official List and to
trading on the Main Market. This prospectus will he made available to the public in accordance with the
Prospectus Rules.

This prospectus is based on information provided by the Company and other sources that the Company
believes to be reliable. Neither the Managers nor their affiliates, nor any person acting on behalf of the Managers
or their affiliates, are responsible for, or are making any representation or warranty, expressed or implied, (o any
prospective investor concerning the Company’s future performance or the accuracy or completeness of this
prospectus.

The Company accepts responsibility for the information conlained in this prospectus, and, having taken all
reasonable care (0 ensure that such is the case, the Company declares that the information contained in this
prospectus is, Lo the best of the Company’s knowledge, in accordance with the facts and contains no omission
likely to affect its import.

En making an investment decision regarding the Shares and GDRs offered hereby, each prospective investor
must rely on its own examination of the Company and the terms of the Offering. including the merits and risks
involved. Each prospective investor should rely onlyv on the information contained in this prospectus. Neither the
Company nor any of the Managers have authorised any other person to provide any prospective investor with
different information. If anyone provides any prospective investor with different or inconsistent information,
such prospective investor should not relv on it. Each prospective investor should assume that the information
appearing in this prospectus is accurate as of the date on the front cover of this prospectus only. The business.
financial condition and results of operations of the Company and the information set forth in this prospecius may
have changed since that date.

No prospective investor should consider any information in this prospectus to be investment, legal or tax
advice, Each prospective investor should consult Hs own counsel, accountant and other advisors for legal, tax,
business. financial and related advice regarding the Offering and purchasing the Shares and GDRs. Neither the
Company nor any of the Managers makes any representation to any offeree or purchaser of the Shares and GDRs
regarding the legality ol an investment in the Shares and GDRs by such offeree or purchaser under appropriate
investment or simikar laws.

The Managers are acting exclusively for the Company and no one clse in connection with the Offering and
will not be responsible Lo any other person Tor providing Lthe protections afforded to its clients or for providing
advice in refation Lo the Offering.

The Company oblained the market data used in this prospectus under the captions “Prospectus Summary”.
“Risk Factors”. "Muanagement’s Discussion and Analysis of Financial Condition and Results of Operations™,
“Industry Overview™ and “Business” from internal surveys, industry sources and currently available information,
inciuding data published by the Ministry of Industry and Energy of the Russian Federation ("Minpromenergo”™).
The Company also obtained Russian macroeconomic and foreign exchange data that is available from the Cemral
Bank of Russia (the "CBR"), the Federal Service for State Stalislics of the Russian Federation {"Rosstal”™) and
Russian Open Joint Stock Company Unified Energy System of Russia ("RAO UESR”). The Company accepts
responsibility for having correctly reproduced infoermation obtained from industry publications or public sources.
and, so far as the Company is aware and has been able to ascertain from information published by those industry
publications or public sources. no facts have been omitted which would render the reproduced information
inaccurate or misleading. However, each prospective investor should keep in mind that the Company has not
independently verified information that it has obtained from industry and government sources. Certain markel
share information and other stiements in this prospectus regarding the electricity indusiry and the Company’s
postiton relative to its competitors are not based on published statistical data or information obtained from
independent third parties. Rather, such information and statements reflect the Company’s best estimates based
upon information obtained from trade and business organisations and associations and other contacts within the
electricity industry, This information from the Company’s internal estimates and surveys has not been verified by
any independent sources,

No contents of the Company’s wehsite form anv-part of this prospectus.



The Company and the Managers reserve the right {o reject any offer to purchase the Shares and GDRs in
whole or in part and to sell to any prospective investor less than the full amount of the Shares and GDRs sought
by such investor.

In connection with the Offering. each of the Managers and any of their respective affiliates acting as an
inveslor for its own account may take up the Shares and GDRs and, in that capacity, may retain, purchase or sell
for its own account such securities and any of the Company’s securities or related investments and may offer or
sell such securities or other investments otherwise than in connection with the offering. Accordingly. references
in this prospectus to the Shares and GDRs being offered or placed should be read as including any offering or
placement of securities to the Managers and any affiliate acting in such capacity. Neither of the Managers intends
to disclose the extent of any such investment or transactions otherwise than in accordance with any legal or
regulatory obligation to do so.

The distribution of this prospectus and the offer and sale of the Shares and GIDRs may be restricted by law
in certain jurisdictions. Each prospective investor must inform itself about. and observe, any such restrictions.
See "Description of the Global Depositary Receipts”, "Transfer Restrictions”™ and “Plan of Distribution™ included
elsewhere in this prospectus. Each progpective investor must comply with all applicable taws and regulations in
force in any jurisdiction in which such prospective investor purchases, offers or sells the Shares or the GDRs. or
pussesses or distributes this prospectus, and each prospective investor must obtain any consent, approval or
permission required for its purchase, offer or sale of the Shares or the GDRs under the laws and regulations in
force in any jurisdiction to which such prospective investor is subject! or in which such prospective investor
makes such purchases, offers or sales. Neither the Company nor any Manager is making an offer 1o sell the
Shares or the GDRs, or a solicitation of an offer 1o buy any of the Shares or GDRs, to any person in any
Jurisdiction except where such an offer or solicitation is permilted.

The Shares and GDRs have not heen approved or disapproved by the U.S. Securities and Exchange
Commission (“SEC™), any state securities commission in the United States or any other U.S. regulatory
authority, nor have any of the foregoing authorities passed upon or endoersed the merits of the Offering or
the accuracy or adeguacy of this prospectus. Any representation to the contrary is a criminal offence in the
United States,

NOTICE TO U.K. AND EEA INVESTORS

This prospectus and the Oifering are only addressed to and directed at persons in member states of the
European Economic Arca ("EEA”), who are “qualified investors”™ within the meaning of Article 2(1)(e) of the
Prospectus Directive (Directive 2003/7HEC) (*Qualified Investors™. Tn addition, in the United Kingdom, this
prospectus is being distributed only to. and is dirccted only at, Qualificd Investors (i) who have professional
cxpericnce in matters relating to investments falling within Article 19(5) of the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005. as amended (the “Order’™) and Qualitied Investors falling within
Article 49(2)(a) to (d) of the Order, or (i1) to whom it may otherwise lawlully be communicated (all such persons
together being referred to as “relevant persons™). This prospectus must not be acted on or rehied on (i) in the
United Kingdom, by persons who are not relevant persons. and (ii) in any member state of the EEA other than
the United Kingdom, by persons who are not Qualified Investors, The Shares and the GDRs are ondy available to,
and any investment or investment activity to which this prospectus relates is available only to (i) in the United
Kingdom, relevant persons, and (ii) in any member state of the EEA ather than the United Kingdom, Qualified
Investors, and will be engaged in only with such persons.

This prospectus has been prepared on the basis that once it has been approved under the Prospecius
Directive (2003/71/EC). all offers of GDRs (as well as the Shares offered hereunder) will be made pursuant to an
cxemption under the Prospectus Directive (2003/71/EC), as implemented in member states of the EEA from the
requirement to produce a prospectus for offers of GDRs (as well as olfers of Shares). Accordingly any person
making or intending to make any offer within the EEA of Shares and GDRs which are the subject ol the
placement contemplated herein should only do so in circumstances in which no obligation arises for the
Company or cither of the Managers to produce a prospectus for such offer. Neither the Company nor the
Managers has authorised or docs authorise the making of any offer of Shares or GDRs through any financial
intermediary. other than offers made by the Managers which constitute the final placement of Shares and GDRs
contemplated herein.




NOTICE TO INVESTORS IN THE RUSSIAN FEDERATION

This prospectus should not be considered as a public offer or advertisement of the Shares in the form of
GDRs in the Russian Federation. Neither the GDRs nor any prospectus or other document relating to them have
been registered with FSFM und are not intended for “placement” or “public circulation™ in the Russian
Federation.

NOTEICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

None of the Shares or the GDRs offered in this Offering has been or will be registered under the Securities
Act, or with any securities authorily of any state of the United States, and the Shares and the GDRs may not be
offered or sold except pursuant to an exemption from, or in a transaction not subject 1o, the registration
requirements of the Securities Act and in compliance with any applicable state securities laws.

The Shares and the GDRs are only being offered pursuant to exemptions from, or in transactions not subject
to, registration under the Securities Act. including (i) in the United States only to "qualified institutional buvers™.
or “QIBs” (as defined in Rule 144A), in reliance on the exemption from the registration requirements of the
Securities Act provided by Rule 144A and (ii) outside the United States only in offshore iransactions. as defined
in, and in accordance with, Regulation S. Prospective investors are hereby nolified that sellers of the GDRs
may be relying on the exemption from the registration provisions of Section 5 of the Securities Act,
provided by Rule 144A or another exemption thereunder. For certain restrictions on sales and transfers of the
Shares and the GDRs, see “Plan of Distribution” and “Transfer Restrictions™.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENCE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES (“RSA 421-B”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A
SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENCED IN THE STATE OF
NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW
HANMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B 1S TRUE, COMPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR
EXCEPTION IS5 AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS
OF, OR RECOMMENDED OR GIVEN APPROVAL T0, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE
PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE
PROVISIONS OF THIS PARAGRAPH.

STABILISATION

In connection with the Offering, Deutsche Bank AG. London Branch (the “Stabilising Manager™). or any
agent, affiliate or other person acting for the Stabilising Manager, muy effect transactions in the GDRs with a
view 10 supporting the market price of the GDRs at a level higher than that which might have otherwise prevailed
in the open market. However. the Stabilising Manager (or any agent, affilizte or other person acting for the
Stabilising Manager) has no obligation 1o do so. Such stabilisation, if commenced. may begin on the date when
adequate public disclosure of the final price of the GDRs is made. may be effected in the over-the-counter market
or otherwise and may be discontinued at any time. but the period of stabilisation will last in no event more than
30 days after the date of such adequate public disclosure of the tinal price of the GDRs. Neither the Stabilising
Manager nor any of s agents intends 1o disclose the extent of any such stabilisation transactions otherwise than



in accordance with any legal or regulatory obligation to do so. Neither the Stabilising Manager nor any of the
Managers nor any of their respective agents will effect any stabilisation activity with respect to the Shares. See
“The Offering—Repurchase Option™ for further details related to stabilisation in connection with the Offering.
For a further discussion on the stabilisation mechanics, see “Stabilisation Structure™.

FILENG OF PLACEMENT NOTICE

Under Russian law, the Company will be required to file a Placement Notice with the FSFM within 30 days
following the completion of the placement. The Company intends to file the Placement Notice as soon as
practicable tollowing the completion of the placement. Although the subscription and sale of newly issued Shares
in the form of GDRs is cxpected to be settled on the third business day following the signing of the Underwriting
Agreement, due to the provisions of the Russian decision (as defined below) and Russian prospectus (as defined
below), the subscription and sale of newly issued Shares in the form of ordinary shares is expected to be setiled
an the seventh business day following the signing of the Underwriting Agreement. Accordingly. the Company
expects to be able to file the Placement Notice with the FSFM on or ahout the cighth business day after the
signing of the Underwriting Agreement (as defined in “Plan of Distribution™).

Under Russian law, the newly issued Shares will only become transferable on the business day following the
filing of the Placement Notice. Accordingly, the Company has agreed with the Depositary in the Deposit
Agreements that prior 1o the business day following receipt by the Depositary of writien notice from the
Company that a valid Placement Notice has been duly and timely filed, or a valid placement report has been duly
registered, with the FSFM. all GDRs will be issued on a provisional basis and holders of the GDRs will not be
entitfed to instruct the Depositary to exercise any voting rights as a sharcholder, and neither the Depositary nor
the Custodian will excreise any voting righis as o sharcholder. GDR holders may not withdraw the Shares or
other property on deposit with the Deposilary in respect of the GDRs sold in the Offering prior to the business
day following receipt by the Depositary of notice from the Company that either a Placement Notice had been
tiled, or a placement report had been registered with the FSFM. Such limitations on withdrawal and voting of the
underlying Shares apply with equal force to all Shares deposited with the Depaositary against such provisional
issuance of GDRs, whether deposited by the Company with the Depositary at closing against the issuance of
GDRs in connection with the Otfering or otherwisc. Such limitation on withdrawal and voting of the underlying
Sharcs will not prohibit trading in the GDRs. Since the newly issued Shares will only become transferable on the
business day following the filing of the Placement Notice, which is expected to be on or about |1 October 2007,
the Managers may not deliver the Shares which are being offered in the form of ordinary shares until on or about
12 October 2007.

Il the Company did not have a right to file, or. having such a right, failed to duly and timely file, the
Placement Notice or register the placement report with the FSFM on or before the date which is 60 davs alter the
GDR Closing Date (or such later date as the Company and the Managers may agree). then upon written notice by
a representative of the Managers. the proceeds ol the Olfering shall be delivered to the Depositary and from the
time of its receipt of such proceeds the GDRs will represent the right Lo receive a proportional interest in the
funds so received. The lunds so received by the Depositary in any currency other than U.S. dollars will be
converied into U.S. dolars (at market rates then available) and distributed 1o the then holders of the relevani
GDRs, in cach case on the terms of the relevant Deposit Agreement. Such GDRs will be cancelled by the
Depositary upon distribution of the proportional interests in the funds so received (converted, i necessary) and
distributed to the then holders of such GDRs. The funds so reccived, converted (if necessary) and distributed to
holders of such GDRs may be Jess than the price at which such GDRs have been sold by the Company or
purchased by the holder thereof, and such distribution may be subject to withholding taxes or defays.,

Sce “Risk Factors—Risks Relating to the Shares. the GDRs and the Trading Markei—The Sharcs will
become transierable on the next business day following filing of a valid Placement Notice with the FSFM. but
failure 1o duly and timely file such Placement Notice or any other violations of the Russian securities laws could
result in the Offering being held invalid. failed or incomplete™

GENERAL INFORMATION

In this prospectus, refcrences to “the Company™ are to JSC “OGK-2" rand, together with its consolidated
subsidiarics. the "OGK-2 Group™). unless the context requires otherwise. References to “Russia™ are to the
Russian Federation. References to U5 or the “United States™ are to the United States of America. References
to “U.K.” or the “United Kingdom™ are to the United Kingdom of Great Britain and Northern Treland.
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CURRENCIES AND EXCHANGE RATES

In this prospectus, references to 1.8, dollars™ or "U.5.3" are 1o the currency of the United States and
references to “roubles” or "RUR™ are to the currency of the Russian Federation,

The following tables show, lor the periods indicated, certain information regarding the exchange rate
between the rouble and the U.S. daollar, based on the oftficial exchange rate quoted by the CBR. Thesc rates may
differ [rom the actual rates used in the preparation of the Company’s financial statements and other financial
information appearing in this prospectus.

Roubles per LiS. doltar

For cach year from | January 2002 1o 31 December 2006 Period
and for the six months ended 30 June 2007 High Low  Average® end

2002 e e e 31.86 30.13 3136 3118
2 31.88 2925  30.67 2945
20 e 29.45 2775 288t 2075
2005 e s 29.00 2746 2831 2878
200 28.48 2048 2714 2633
Sixmomhsended 30 June 2007 ... .. 26.58 2569 2607 2582

(1) The uverage of the exchange rates on each day of each ull month during the relevant period. The average for the six months ended
30 June 2007 is based on the Company s calculation of the average of the rates quoted by the CBR in thal period.

Raoubles per U.S. dollar

For vach month from 1 July 2007 te Period
27 September 2007 High Low  Average? end
July 200 L 2573 2539 2356 25.60
Angust 2007 25.84 2534 2562 2565
September 2007 (up to 27 September) L. 2570 2498 2537 249755

(1) The average of the exchange rates on each day of each month,

The exchange rate between the rouble and the U.S. dollar on 27 September 2007 as published by the CBR
was RUR 24.9755,

No representation is made that the rouble or U.S. dollar amounts in this prospectus could have bheen
converted into U.S, dollars or roubles, as the case may be. at any particular rate or at all. A market exists within
Russia for the conversion of roubles inte other currencies, but the limited availability of other currencies may
tend to inflate their values relative 1o the rouble.

Solely for the convenience of the reader, certain of the Company’s consolidated and combined historical
financial information included in “Prospectus Summary™, “Capitalisation™, “Dilution”, “Selected Combined and
Comsulidated Financial Information™. “"Management’s Discussion and Analysis of Financial Condition and
Results of Qperations”, “Business™ and clsewhere in this prospectus has been translated from roubles into U.S.
dollars at the Tate of RUR 25.82 per U.S.31.00, the official exchange rate us published by the CBR on 30 June
2007. The amounts translated in U.S. dollars should not be construed as representations that the rouble amounts
have been or could be converted to U.S. dollars at that or any other rate or as being representative of the ULS.
dollar amounts that would have resulted if the Company reported in U.S. dolars.

LIMITATION ON ENFORCEMENT OF CIVIL LIABILITIES

All of the Company's dircctors and members of the Company's senior management named in this
prospectus reside outside the United States and the United Kingdom. AH or a substantial portion of their and the
Company’s assets are located outside the United States and the United Kingdom. principally in the Russian
Federation, As a result, it may not be pussible for holders of Shares or GDRs to:

®  clfect service of process within the United States or the United Kingdom upoen any of the Company’s

directors and members of the Company’s seaior management named in this prospectus: or

e cenforce. in the United States or the United Kingdom. court judgments obtained in courts of the United

States or the United Kingdom. as the case may be. against the Company or any of its directors and
members of its senior management named in this prospectus in any action. including actions under the
civil liability provisions of federal securities Jaws of the United States.

v



Judgments rendercd by a courl in any jurisdiction owtside the Russian Federation will generally be
recognised by courts in the Russian Federation only if an international treaty providing for recognition and
enforcement of judgments in civil cases exists between the Russian Federation and the country where the
judgment is rendered and/or a federal law is adopted in Russia providing for the recognition and enforcement of
foreign court judgments. There is no treaty between the United States and the Russian Federation or the United
Kingdom and the Russian Federation providing for reciprocal recognition and enforcement of foreign court
judgments in civil and commercial mallers, and no relevant federal law on enfurcement of foreign court
judgments has been adopted in the Russian Federation.

In September 2002, the new Arbitration Procedural Code of the Russian Federation entered into force,
setting forth proccdures for the recognition and enforcement of judgments and grounds for refusal of such
recognition and enforcement in the event that such a treaty and federal law were adopted. However. Russian
procedural law may change further. and other grounds for refusal of the recognition and enforcement of foreign
court judgments could arise in the future,

The Deposit Agreements (as defined below) in respect of the GDRs provide for actions brought against the
Company by any holder of GDRs to be settled by arbitration in London. England. in accordance with the rules of
the London Court of International Arbitration. The Russian Federation is a party 10 the United Nations (New
York) Convention on the Recognition and Enforcement of Foreign Arbitral Awards. However, it may be difficuit
to enforce arbitral awards in the Russian Federation due to a number of factors, including:

®  the inexperience of Russian courts in enforcing intermational commercial arbitral awards;

®  official and unotficial political resistance 10 enforcement of awards against Russian companies in
favour of foreign investors;

® lcgal grounds (for example, the concept of “public order™) and/or technical grounds (for example, the
lack of capacity of the pantics or the invalidity of an arbitration clause); and

& corruplion and/or Russian courts” inability or unwillingness to enforce such orders.

The possible need Lo re-litigate in the Russian Federation a judgment or award obtained in a foreign court or
arbitral tribunal on the merits may also significantly delay the enforcement of such judgment. Under Russian law,
certain amounts may be payable by the claimant upon the initiation of any action or preceeding in any Russian
courl, These amounts in many instances depend on the amount of the relevant claim.

In addition, it may be difficult for the holders of Shares or GDRs (o enforee, in original actions brought in
courts in jurisdictions Jocaled outside the United States or the United Kingdom, liabilities predicated vpon U.S.
or UK. securitics laws,

For a further description of the risks relating to the ability of holders of Shares or GDRs to enforce court
judgments against the Company or any of its directors and scnior management. see “Risk Factors—Risks
Relating to the Shares. the GDRs and the Trading Market—Recourse against the Company and its directors and
sentor management may be limited because the Company generally conducts its operations outside the United
States and the United Kingdom and all of the Company’s current directors and senior management reside outside
the United States and the United Kingdom™.

FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are not historical facts and are forward-looking statements. Forward-
looking statements appear in various locations, including, without lmitation. under the headings “Prospectus
Summary”, "Risk Factors™, "Management's Discussion and Analysis of Financial Condition and Results of
Operations™ and “Business”. The Company may from time fo time make written or oral forward-looking
statements in reports 1o sharcholders and in other communications. Forward-looking statements include. but are
not limited to, statements concerning the Company’s plans. objectives. goals. strategies. future events, future
revenues or performance, capital expenditures, financing needs. plans or intentions relating to acquisitions, its
competitive strengihs and weaknesses, it business strategy and the trends the Company anticipates in the
industries and the political and legal environment in which it operates and other information that 1s not historical
information.

Words such as “belicves”™, “anticipates”, “eslimates”, “expects”, “intends™, “predicts”. “projects”. “could”,

“may”. "will”, “plans” and similar expressions are intended 10 identify forward-looking statements bul are not
the exclusive means of identifving such stalcments.
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By their very niture, forward-looking statements involve inherent risks and uncertainties, both general and
specific. and risks exist that the predictions, forecasts, projections and other forward-looking staternents will not
be achieved. These risks, uncertainties and other factors include, among other things, those listed under “Risk
Factors”, as well as those included elsewhere in this prospectus. Each prospective investor should be aware that a
number of impertant factors could canse actual results to differ materially from the plans, objectives,
expectations, estimales and intenlions expressed in such forward-looking statements. These factors include:

& changes in the scope and pace of implementation of the reforms of the Russian electricity sector,
including tariff liberalisation and launching of the capacity market;

&  changes in supply and demand for electricity and capacity in Russia, and trends in, and the economic
outlook for. the Russian electricity industry;

®  changes in the Company’s ability to fund its future operations and capital needs through borrowing or
otherwise:

#®  changes in the Company’s ability to maintain its existing operating capacity in working order without
any matcrial deterioration except for natural depreciation;

#®  changes in the Company’s ability to install new capacity:

® developments in, or changes to. the laws, regulations and governmental policies governing the
Company’s businesses, including changes impacting environmental liabilities;

®  changes in the Company’s ability to obtain the licences necessary for its businesses:
® the effects of competition;

#  changes in the political, social, legal or economic conditions in Russia;

®  the effects of international political events: and

® the Company’s success in identifying other risks to its busincsses and managing the risks of the
aforcmentioned faclors,

This list of factors is not exhaustive. When relying on forward-looking statements, each prospective investor
should carefully consider the foreguing factors and other uncertainties and events, cspecially in light of the
political. economic, social and legal environment in which the Company operates. Such forward-looking
statements speak only as of the date on which they arc made. Accordingly, the Company does not undertake any
obligation to updale or revise any of them, whether as a result of new intormation, fulure events or otherwise,
other than as required by applicable Iaws or the Listing Rules or the Prospectus Rules of the FSA. The Company
does not make any representation, warranty or prediction that the results anticipated by such forward-leoking
statements will be achieved, and such forward-looking statements represent, in cach case, only enc of many
possible scenarios and should not be viewed as the most likely or standard scenario.

AVAILABLE INFORMATION

For so long as any Rule 144A GDRs (or the Shares represented thereby) are “restricted securitics™ within
the meaning of Rule 144(a)(3) under the U.S. Securitics Act. the Company will, during any period in which it is
ncither subject to Section 13 or Section 15(d) of the U.S. Securitics Exchange Act of 1934, as amended (the
"Exchange Act™), nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder. provide to any holder or
benelicial owner of such restricted Rule 144A GDRs or to any prospective purchaser of such restricted Rule
144A GDRs designated by such holder or beneficial owner upon the request of such holder. bencficial owner or
prospective purchaser, the information required to be delivered to such persons pursuant to Rule 144A(d)(4)
under the U.S. Sccurities Act.

PRESENTATION OF FINANCIAL INFORMATION

The Company currently owns and operates five power plants, Surgutskaya GRES-I. Troitskaya GRES.
Stavropolskaya GRES. Serovskaya GRES and Pskovskaya GRES. All of these power plants have been operating
continuousty for many years. Following its incorporation on 9 March 2005, the Compuany underwent an asset
consolidation process which was completed on 29 September 2006, For further details. see “Business—History
and Development™. This assct consolidation and restructuring process determined the period for presentiation of
financial statements and resuits of operations and influenced the basis of financial preparation for the periods
under discussion.



Presentation and preparation of results for the year ended 31 December 2006 and for the year ended
31 December 2005

The audited financial statements for the vear ended 31 December 2006 were prepared on a combined and
consolidated basis for all live operating units. Although the controlling stakes in two of the five operating units
(OJSC Serovskaya GRES and QJSC Surgutskaya GRES-1) were not owned by the Company until May 2006,
those units were under operational control of the Company since 29 August 2005 and 29 September 2005,
respeetively. and both units and the Company were under the common control of RAQ UESR during that period.
For further information regarding the Company’s history of incorporation. seec “Business—History und
Development™. As a result, their results of operations are combined with those of the Company and s other three
operating units for the vear ended 31 December 2006.

In addition, audited financial statements have been provided for the vear ended 31 December 2005 on a
combined und conselidated basis for all five operating units. Although the Company was not incorporated until
9 March 2003, the three operating units that were contributed to the Compuny upon ifs incorporation had been
under common control as subsidiaries of RAQ UESR. The two additional operating units that the Company
acquired in May 2000 were not incorporated until April 2005 and July 2005, respectively. Nonetheless, the
Company believes that it is possible to include the results of operations of these two operating units in its
combined and consolidated financial statements for the year ended 31 December 2003, since (i) the corporate
decisions on the incorporation of those two entities (effected by way of spin-off of assets from JSC
Sverdlovenergo and JSC Tyumenenergo, respectively) had been taken by the beginning of 2005: and (i} JSC
Sverdlovenergo, JSC Tyumenenergo, QJSC Serovskaya GRES and OJSC Surguiskaya GRES-1 were under
common control with the Company under RAO UESR in 2005,

The audited combined and consolidated financial statements of the Company as of and for the years ended
31 December 2006 and 2005 are hereinafier referred to in this prospectus as the “Audited Financial Statements™.
The Audited Financial Stutements were prepared in accordance with International Financial Reporting Standards
(“IFRS™).

Presentation and preparation of results for the six months ended 30 June 2007 and for the six months
ended 30 June 2006

The tinancial information for the six months ended 30 June 2007 included in the unaudited interim financial
statements for the six months ended 30 June 20607 was prepared on a consolidaied basis and include all five
operating units. These unaudiled interim financial statements also contain comparative financial information for
the six months ended 30 June 2006, The financial information for the six months ended 30 June 2006 was
prepared on a combined and consolidated basis for the same reasons outlined above in velation to the financial
statements for the year ended 31 December 2006. The financial results for the six months ended 30 June 2007 are
not necessarily indicative of the results for the full year ending 31 December 2007 or for any future interim
period or financial year. The unaudited interim combined and consoliduted finaneial stalements of the Company
as of and for the six months ended 30 June 2007 are hereinafier referred (o in this prospectus as the "Unaudited
Interim Financial Staterments”™ and, together with the Audited Financial Statements, the “Financial Statements”.
The Unaudited Interim Financial Statements were prepared on a combined and consolidated basis in accordance
with TAS 34 “Interim Financial Reporting”.

This prospectus contains transiations of certain amounts into U.5. dellars at specified rates solely for the
purpose of presentation. These translations should not be construed as representations that the amounts actually
represent such equivalent U.S. doltar amounts or could be, or could have been, converted into UL.S. dollars at the
rate indicated as of the dates mentioned herein or at all. See “Currencies and Exchange Rates™.

Certain amounts thalt appear in this prospectus have been subject to rounding adjustments; accordingly,
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that precede them.,
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Prospectus Summary

This summary highlights certuin aspects of the Company's business and the Offering. Prospective investors
showld read the entire prospectus, including the Financial Statemems and related notes thereto, before making
any decision to invest in the Shares or the GDRs.

This summary must be read as an introduction to this prospectus and any decision 1o invest in the Shares or
the GDRs should be based on a consideration of the prospectus as a whole. Following the implementation of the
relevant provisions of the Prospecius Directive in each member state of the EEA, no civil liability will antach 1o
the Company in uny such member state solely on the basis of this summary, including anv iranslation thereof,
unless it is misleading, inaccurate or inconsistens when read together with the other parts of this prospectus.
Where a claim relating to the information contained in this prospectus is hroughr before a court in a member
state of the EEA, the plaintiff may, under the national legislution of the member state where the claim is brough,
he reguired to bear the costs of trunslating the prospecius before the legal proceedings are initiated.

Prospective investors should carefully cunsider the information set forth under the headings “Risk Factors™
wnd “Forward-Looking Statements .

Overview

The Company is one of the six thermal wholesale generation companies ("OGKs™}) established during the
course of the restructuring of the Russian state-controlled electricity holding company, RAO UESR. The
Company’s core business comprises the generation and the sale of electricity and capacity on the Russian
wholesale electricity market. as well as the generation and sale of heat power. Capacity and electricity are treated
as separate economic products in the Russian electricity market. A sale of capacity represents the obligation to
keep sufficient generation capability to satisfy a target level of peak potential demand, while a sale of electricity
represents an actual delivery of electricity to its purchaser. According to information published by RAO UESR,
the Company was the second largest generation company in terms of electricity output in 2006 and the third
largest in tenns of installed capacity among all six thermal OGKs.

The Comyprany is headquartered in Moscow, and comprises five branches located in regions that are included
in the Urals, North-West and South integrated energy systems (“1EST). respectively. of the Russian Federation.
£ach branch operates one of the Company’s five thermal power plants. As of 30 Junc 2007, the Company’s total
instatled efectricity generation capacity amounted to 8.695 MW, which constituted approximately 6% of the total
installed thermal electricity generation capacity in Russia, according to Minpromenergo.

In 2006, the Company increased its output of electricity by 17% 1o 48.084 million KWh. representing
approximately 7% of the total electricity output produced by thermal generation in Russia. In the first six months
of 2007, the Company produced 23.826 million kWh of electricity, |% more than in the same period of 2006.
The Company sold 43,070.2 million kWh of electricity in 2006 {27,144.9 kWh in the six months ended 30 June
2007) and derived 97.6% of its revenues from the sale of clectricity and capacity in 2006 (97.4% in the six
months ended 30 June 2007). primarily to electricity supply companies and large industrial consumers through
the wholesale electricity market. The remainder of the Company’s revenues in both periods were largely
attributable to sales of heat, Though the Russian clectricity industry is undergoing reform towards clectricity
market liberalisation, it is still subject to a substantial degree of government regulation (sce “Industry
Overview™), and, since the date of its incorporation, the Campany has been required to sell a prescribed volume
of its total output of electricity at tariffs established by the Russian Federal Service on Tarilfs (the “FTS™). See
“Industry Overview—Sector Reform—Electricity Wholesale Market Regulation™.

Approximately 67% of the Company’s total installed capacity is tocated in the Urals IES. whose constituent
regions recorded some of the highest levels of economic growth among all regions of Russia between 1998 and
2006. In the South 1ES, which is characterised by volatile patterns of consumption of clectricity, the Company
operates Stavropolskaya GRES. which is the largest GRES operated by thermal OGKs in the South IES, In the
North-West 1ES, the Company operates Pskovskaya GRES. which, as a result of its Jocation close 1o Russia’s
nerth-western borders, is positioned to export clectricity to the European markets.

The Company’s average capacity load laclor rate in 2006 was 63% (compared 10 an average of 50% for
thermal power plants in Russia in 2006 according t¢ RAQO UESR and Minpromencgro), with the Company’s
largest power plant, Surgutskaya GRES-1. operating at a capacity load factor of 84%,.




The table below summarises certain key indicators of the Company’s five generation facilifies.

Instatted Capacity as Electricity
at 30 June 2007 Outpud in 2006

M Location (MW) (mittion kWh) Primary Fuel
Surguiskaya GRES-1 ....... ... Urals IES 3,280 24,148 Gas
Stavropolskaya GRES ... _...... South [ES 2,400 9,830 Gas
Troitskaya GRES . ... ... ... Urals IES 2,059 8,988 Coal
Serovskaya GRES .............. Urals IES 526 3,228 Coal, gas
Pskovskaya GRES .......... ... North-West 1ES 430 1,890 Gas
Total ...l 8,695 48,084

The Company is currently planning te increase the aggregate installed generation capacity at Stavropolskaya
GRES and Treitskaya GRES by up to 2,120 MW by 2012 in order 10 increase production of electricity in
response to a growing demand in the South IES and Urals TES. respectively, as well as to improve fuel
consumption rates and operating efficiency at these plants through the construction of new generation units that
will employ more modern technology. In addition. the Company is considering adding 660 MW of new capacity
at Serovskaya GRES. subject to corporate approvals.

The Company’'s largest power plant, Surgutskaya GRES-1, is localed in one of Russia’s main gas-producing
rcgions and currently obtains its gas requirements irom local suppliers, primarily the independent oil and gas
producer, Surgumneftegaz. Troitskaya GRES, which primarily uses coal, is located close to the border with
Kazakhstan, from where it obtains its supplies of coal by railway. while Serovskaya GRES uses a mix of gas and
coal and is able to vary its fucl mix in accordance with gas and coal pricing trends. The two remaining GREScs
primarily use Gazprom gas.

Competitive Strengths
The Company belicves that it benefits from the following principal competitive strengths:
®  Strong market position and significant presence in the free market;
®  Beneficial locations and strong presence in attractive encrgy nodes of regional energy systems;

®  Swuong positioning for the developing unregulated wholesale clectricity, emerging capacity and planned
system serviees markets:

®  Efficient electricity generating facilities in the Russian electricity sector:
¢ Stability of fuel supply and diversification of fuel mix; and

®  Experienced management team.

For & [urther description of such strengths, see “Business—Competitive Strengths™.

Strategy

The strategy of the Company is focused on creation of shareholder value and comprises four clements,
essential in the short as well as medium toe long term: (i) maximise returns on existing asscets, (i) commission
new clicctive capacity in cnergy deficit regions, (iii} increase sustainability of operations and (iv) focus on
opportunities of emerging capacity and planned system services markets, The key elements of this strategy are as
follows:

®  Maximise returns on existing assets through the following initintives:
® increase operations in the free market as a result of markel liberalisation:
®  huild a signilicant presence both as an clectricity wholesaler and a trader;
®  optimise production levels depending on free-market prices: and
®  oplimise cosls and improve operaling efficiency at existing capacity;

®  Commission new clfective capacity in energy deficit regions:

®  [ncrease sustainability of operations:

®  enter long-term agreements with consumers and suppliers: and




*

e  diversification of fuel mix and gas suppliers;

Focus on opportunilies of emerging capacity and planned system services markets.

For a farther description of the Company’s strategies, see “Business—Strategy”.

Risk Factors

An investment in the Shares or GDRs is subject to risks relating to the Company’s business and industry,
economic, political, social and legal risks associated with Russia and risks arising from the nature of the Shares
and GDRs and the markets upon which they are expected to be traded. including. among others, risks associated
with the following matters:

Reform of the Russian wholesale electricity market is assoctated with a number of risks that may
materially adversely affect the Company’s business.

Electricity price liberalisation may be suspended or reversed.

The tariff regulation in the heat and electricity indusiry may lead to taniff changes thal inadequately
compensate the Company for its cost base.

The prices in the tree electricily marke! may inadequately compensate the Company for its cost base.

The demand for power and heat in Russia may not grow as fast as anticipated in the forecasts on which
the Company currently relies, which may result in a lower load factor for existing and newly-
commissioned capacity of the Company.

The Company’s operations arc dependenl to a large extent on its suppliers of gas.

The Company may encounler an increasc in the use ol gas purchased ot commercial prices or a
significant increase in the regulated prices at which the Company purchases gas.

Two of the Company’s generation plants are dependent on a specific grade and supplier of coal.

Gazprom may acquire a significant degree of control over the Company as a result of the restructuring
of RAO UESR, and the interests of Gazprom, which is also a shareholder in competing generation
companies, may conflict with those of other holders of the Company’s Shares and GDRs.

The licences and permits that the Company requires for its business may be invalidated or may not be
issued or renewed. or may contain onerous terms and conditions that restrict its ability to conduct its
operations or could result in substantial compliance costs or administrative penalties.

The Company may be subject to intense competition from other OGKs, TGKs and ather producers of
clectricity admitted to the wholesale market.

Russian electricity infrastructure is in poor condition, which may Iead to additional losses and expenses
for the Company or prevent the Company from selling clectricity despite existing demand and
available capacity.

The business of the Company is dependent upon third partics, which provide services in the wholesale
clectriciy market.

The plants and equipment of the Company are ageing and susceplible to technical accidents or
emergencies, and require modernisation.

The Company may be unable (o raise addittonal capital.
The Company’s operational and financial history is short,

Emerging markets such as Russia are subject to greater risks than more developed markets. including
significant legal, cconomic and political risks.

Weaknesses relating to the legal system create an uncertain environment for investment and business
aclivity.

Russian tax laws, regulations and court practice are subject to frequent change, varving interpretations
and inconsistent and selective enforcement.

The Company is controlled by RAO UESR as a majority shareholder and the interests of RAQ UESR.

FAMFP and the Russian government may cenllict with those of other holders of the Company's
shares. including the Shares and GDRs.




® Corporale governance standards in Russia are not of the same standard as those in Western Europe or
the United States and. as a result of the limited rights of minority sharcholders under Russian law,
investors may be unable lo pursue legal redress against the Company.

®  Vating rights with respect to the Company’s shares represented by the GDRs are limited by the terms
of the Deposit Agreements and the relevant requirements of Russian law.

®  Following the Offering. holders of the Company’s shares mav not be able to deposit the Company’s
shares in the GDR programme in order 1o receive GDRs and changes in Russian regulatory policy with
respect to the placement and circulation of the Company’s shives outside Russta in the form of GDRs or
otherwise may negatively affect the market for the Company's shares and GDRs offered in the Offering.

®  Because there has been no prior market for the GDRs and only a limited market for the Company’s
shares, the Offering may not result in an active or liquid market for the GDRs and the Shares. and, as a
result. the price of GDRs and the Shares may be highly volatile.

Prior to making a decision to invest in the Shares or GDRs, prospective investors should carefully consider
the information set forth under the heading “Risk Factors”.

Regulatory Matters

The Company’s business operations are subject to regulation by Russian authorities on a number of matters,
including electricity and capacity tariffs. licensing, environmental protection and employee health and safety. See
“Regulatory Mauters™,

Management

The Company’s management tcam has subsiantial experience in the clectricity industry, The Company’s
board of directors {the “Board of Directors™) currently consists ef 11 members {cach, a “Director”), of whom the
Company considers 2 to be independent in accordance with the criteria of the Model Code for Corporate
Behaviour recommended by the FSFM, which differs in certain respeets from the criteria for independent
directors set out in the UK. Combined Code and other jurisdictions. Sec “Management and Corporate
Governance—Board of Directors™, )

Share Capital

The Company's share capital currently consists of 26,480,895 818 ordinary shares, all of which are fully
paid. issucd and outstanding, with a nominal value of 0.3627 roubles per share. Following the Offering, the
Company’s share capital will consist of 32.705,502,290 ordinary shares (excluding any shares issued to cxisting
sharcholders in conncction with the exercise of their statotory pre-cmptive rights). The Shares will have the
rights described under “Description of Share Capital and Certain Requirements of Russian Legislation”™. The
Company’s controlling sharcholder is RAO UESR. According to the current rearganisation plan for RAO UESR.
RAO UESR is expected to cease to own any shares in the Company by the third guarter of 2008, and. as a result
of a share swap proposal made in connection with the reorganisation, Gazprom may acquire a significant stake in
the Company as part of this reorganisation. See “Principal Shareholders™,

Following the Offering. the Company expects to reinvest a substantial portion of its cash flow into its
existing business and new investment opportunitics for the foresecable future. The Company’s dividend policy
does not target a specific percentage of net income, if any, to be paid as dividends. The Company declared total
dividends of RUR 236.528 thousand and RUR 585,678 thousand. respectively. for the years ended 31 December
2005 and 2006. Sce “Dividend Policy™.

Summary of the Offering

The Company is offering to sell in the aggregate 6,224.606.472 newlv-issued Shares. comprising
4,622.842,572 Shares in the form of Shares and 1,601,763.900 Shares in the form of GDRs, with each GDR
representing an interest in 100 Shares, The GDRs are being offered (i) in the United States 1o QIBs in reliance on
the exemption from the registration reguirements of the U.S. Securities Act. as provided by Rule 144A, and
(i1) vutside the United States to certain persons in offshore transactions in reliance on Regulation S. The Shares
will be offered (i) outside the United States to certain persons in offshore lransactions in reliance on Regulation S
and (i1) inside the United States 1o QIBs in reliance on Rule 144A. The Offer Price for the Shares is U.8.30.16
and for the GDRs is U.8.516.00. The GDR Closing Date is expected 1o be on or about 3 October 2007 and the
Shares Closing Date is expected 1o be on or about 10t October 2007.




Use of Proceeds

The net proceeds to the Company from the Offering, excluding any shares issued to existing sharcholders in
connection with the exercise of their statutory pre-cmptive rights, are estimated to be approximately U.5.5963.6
million and, including all such shares that may be issued to existing shareholders pursuant to such statutory pre-
cmptive rights, U.S.$1,025.7 million, in cach case alter the deduction of underwriting commissions and other
fecs and expenses payable by the Company.

The Company currently cxpects to use the net proceeds from the Otfering for investing in its existing
business, primarily in order to upgrade and modernise the existing generation facilities, and for constructing new
generation facilities,

Filing of Placement Notice

Prior to the business day following receipt by the Depositary of written notice from the Company that a
Placement Notice has been duly and timely filed, or 4 placement report has been registered. with the FSFM, all
GDRs will be issued on a provisional basis and holders of the GDRs will not be entitled to instruct the
Depositary to exercise any voting rights as a shareholder, and neither the Depositary nor the Custodian will
exercise uny voling rights as a shareholder. GDR holders may not withdraw the Shares or other property on
deposit with the Depositary in respect of the GDRs sold in the Offering prior to the business day following
receipt by the Depositary of the aforementioned notice. Such limitation on withdrawal and voting of the
underlying ordinary shares will not prohibit trading in the GDRs.

See “Filing of Placement Notice™ and “Risk Factors—Risks Relating to the Shares. the GDRs and the
Trading Market—The Shares will become transferable on the next business day following the filing of a valid
Placement Nolice with the FSFM, but the failure 10 duly and timely file the Placement Notice or any other
violations of the Russian securities laws could result in the Offering being held invalid, failed or incomplete™.




Summary Combined and Consolidated Historical Financial Information

The following table sets forth certain historical combined and consolidated financial information as of and
for the six months ended 30 June 2007 and 2006, and as of and for the yeurs ended 31 December 2006 and 2005.
Financial information as of and for the six months ended 30 June 2007 and 2006 has been extracted without
adjustment from the Unaudited Interim Financial Statements prepared in accordance with IFRS and included
elsewhere in this prospectus. Results of operations for the six months ended 30 June 2007 are not necessarily
indicative of results for the full year ending 31 December 2007, for any other interim period or for any future
fiscal year. Financial information as of and for the periods ended 31 December 2006 and 2005 has been extracied
without adjustment from the Audited Financial Statements and the accompanying notes thereto, prepared in
accordance with IFRS and included elsewhere in this prospectus. The summary financial information should be
read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of
Operations™, "Presentation of Financtal Information™ and the Financial Statements. and the accompanying notes
thercto. included elsewhere in this prospectus. Selely for the convenienee of the reader, certain of the Company’s
summary combined and cunsolidated historical financial information set forth below has been translated from
roubles into U.S. dollars at the rate of RUR 25.82 per U.S.$1.00, the official exchange rate as published by the
CBR on 30 June 2007. The amounts translated in U.S. dollars should not be construed as representations that the
rouble amounts have been or could be converted 1o U.S. dollars at that or any other rale or as being representative
of the U.S. dollar amounts that would have resulted if the Company reported in U.S. dollars. See “Currencies and
Exchange Rates™.

Year ended 31 December Six months ended 30 June
2005 2006 2006 007
RUR RUR U.s.$ RUR RUR U.S.$

(amounts in thousands, except earnings per share)

Combined and consolidated

income statement data
Revenues..............oooevvine. 19.396.553 25.433.668 985,037 12003763 15938225 617.282
Operating cxpenses (excluding

reversal of impairment of

property, plant and

equipment) ... (19.427,128) (26.181,705) (1.014,009) (11,723.329) (14,753.714) (571,406}
Reversal of impairment of

property. plant and equipinent,

CL o 1,140,481 4,307,159 166,815 — — —
Operating eXpenses . ............. (18.286,647) (21.874,546) (847,194} (11,723.329) (14,753,714) (571.,406)
Other operating income/(loss) ... 229,077 97.827 3,789 (81.002) 1207 46
Operating profit ............. .. 1,338,983 3,656,949 141,632 199,432 1,185,718 45922
Financecosts .................... (186,395) (267,558} (10,362} (98,981) (205.148) (7,945
Profit before income tax .. ... .. 1,152,588 3,389,391 131,270 100,451 980,570 37,977
Total income tax charge ......... (598,342)  (955,378)  (37.001)  (219.854)  (301.864) (11.691)
Profit/(loss) for the period ... .. 554,246 2,434,013 94,269 (119,403) 678,706 26,286
Attributable to:

Shareholders of JSC OGK-2 .. ... 420,325 2,566,548 99,402 (210,594) 678,706 26,286
Minority interest ................ 133,921 (132,535) (5,133) 91,191 —_ —

Earnings per ordinary share
for profit attributable to the
shareholders of JSC “0OGK
2’ —basic and diluted (in
Russian Roubles) ............ 0.02 0.097 .004 (0.01) 0.03 9.001




Year ended 31 December Six m